
Russia Adopts Country-by-Country Reporting Legislation

Russia’s Nov. 27 country-by-country reporting legislation requires disclosure of a multi-

national group’s structure, preparing country-by-country reports and master files for fiscal

years starting in 2017, and postpones until 2018 the alignment of domestic transfer pricing

documentation with the local file.

BY VLADIMIR STARKOV

President Vladimir Putin on Nov. 27, 2017 signed into
law legislation adopting country-by-country reporting
and providing for the exchange of financial information
with foreign competent authorities.

The final legislation (340-FZ) retains most of the fea-
tures of the draft introduced into the Russian Parlia-
ment in July of this year, however, a few noteworthy
changes were made to the law during the legislative
process. (For a detailed discussion of the draft legisla-
tion, see ‘‘Russia’s Draft Country-by-Country Reporting
and Financial Disclosure Legislation,’’ Vladimir
Starkov, 26 Transfer Pricing Report 483, 9/21/17.)

Timelines One of the important amendments made
during the parliamentary hearings was moving back the
starting date for filing country-by-country (CBC) re-
ports and master files in Russia. This timeline now
starts with fiscal years that begin on or after Jan. 1,
2017.

Additionally, the notification made to the tax authori-
ties regarding the Russian taxpayer’s membership in a

multinational group will have to be provided for fiscal
years that start in 2017.

Notification The notification regarding the structure
of the controlled group will have to be provided for fis-
cal years that start in 2017 and will have to:

s provide identification information, including state
identification number and taxpayer number, for each of
the controlled group’s members on a worldwide basis;

s be submitted within eight months from the end of
the group parent company’s fiscal year—as distinct
from the end of the reporting period for the Russian af-
filiates of the group; and

s be filed in Russian language.

Country-by-Country Report The CBC report can be
submitted by either the parent company of the group or
by a designated ‘‘reporting entity’’ within 12 months
from the end of the group’s financial reporting period.

Voluntary early filing of CBC reports and notifica-
tions for fiscal years starting as early as 2016 is permit-
ted.

The CBC report in Russia must be filed in an elec-
tronic form.

Although the law 340-FZ sets the consolidated
group’s revenue threshold for filing the CBC report in
Russian rubles—at 50 billion rubles or approximately
US$833 million—groups with a parent company outside
of Russia will have to file the CBC report in Russia only
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if they meet the disclosure threshold in the country of
the group’s parent domicile.

Also, if the group’s parent company is not recognized
as a Russian taxpayer, the CBC report may be filed in a
language other than Russian.

Financial information in the CBC report and the mas-
ter file can be expressed in the currency in which the
group presents its consolidated financial accounts, al-
though disclosures of the exchange rates are required
in cases when financial data of the group’s affiliates are
converted from the affiliate’s local currency to the cur-
rency of the group’s parent company.

In what may be a measure of comfort to taxpayers,
the law states that disclosures made in CBC reports
may not, by themselves, be used as evidence of tax eva-
sion, or tax underpayment, without tax authorities ob-
taining some additional evidence to that effect.

Russia will accept CBC reports prepared by foreign
parent entities of multinational groups, or designated
‘‘reporting entities,’’ via the automatic exchange
mechanism. However, in certain circumstances, CBC
reports can be requested directly from the Russian af-
filiate of the multinational group if:

s the country of the parent company’s or the report-
ing entity’s domicile has not adopted CBC reporting leg-
islation whose requirements are analogous to those in
the Russian legislation;

s such country does not participate in an automatic
exchange of tax information with Russia;

s the Russian competent authority has been notified
by a foreign competent authority about a failure of the
multinational enterprise to provide a CBC report; or

s a foreign competent authority ceases cooperation
with its Russian counterpart, known as a case of a ‘‘sys-
temic failure.’’
Thus, the fact that the U.S. currently does not have a bi-
lateral competent authority arrangement with Russia,
nor is the U.S. negotiating one, may indicate that Rus-
sian affiliates of U.S. multinationals will have to provide
CBC reports directly to the Russian tax authorities.

Master File The master file needs to be provided
upon the Russian tax authorities’ request within three
months from the date of such a request.

The master file for a given financial period can be re-
quested by the Russian tax authorities no sooner than
12 months, and no later than 36 months, from the end
of the respective reporting period. The master file will
have to be filed in Russian language, although a copy of
this document in a foreign language can be attached as
well. Due to the Russian language requirement, it is
likely that Russian affiliates of the multinational will
have to be involved, at a minimum, in translating the
master files and filing them with the Russian tax au-
thorities.

Local File Aligning local transfer pricing documenta-
tion filed by Russian taxpayers with the content of the
local file specified in the 2017 edition of the OECD
transfer pricing guidelines commences with the 2018
fiscal year.

Additional information to be disclosed in the Russian
local documentation from 2018 onwards includes:

s the management reporting structure of the group,
defined as all persons who receive management finan-
cial reports of the group’s affiliates and consolidated fi-
nancial reports of the group, and countries where such
individuals conduct their principal activities;

s information about the taxpayer’s business and its
business strategy;

s information about any restructurings of the Rus-
sian taxpayer that took place in the prior fiscal year and
the effect of such restructuring on the taxpayer’s opera-
tions;

s competitors of the Russian taxpayer;
s a description of the reasons for concluding that

controlled transactions of the Russian taxpayer were
priced on an arm’s-length basis;

s a discussion of any adjustments performed to im-
prove comparability between controlled and uncon-
trolled transactions;

s copies of any material intra-group agreements that
affect pricing of controlled transactions conducted by
the Russian taxpayers;

s copies of any advanced pricing agreements
(APAs) or tax rulings related to pricing of controlled
transactions conducted by the Russian taxpayers to
which the Russian tax authorities are not the party; and

s audited financial statements of the Russian tax-
payer, if applicable.
The Russian local file has to be prepared in the Russian
language. The date after which the Russian tax authori-
ties can request local flies that cover 2018 and 2019 fis-
cal years is shifted to Dec. 31 of the year following the
reporting period. This is a two-year exception from the
regular June 1 date after which the local documentation
can be requested in Russia.

Limitations on Disclosures Some of the other amend-
ments to the draft legislation that made it into law
340-FZ exclude certain types of transactions from com-
pliance with the reporting requirements and limit the
scope of disclosures to be provided by certain catego-
ries of Russian taxpayers.

There are several types of payments that may be
made by Russian taxpayers to foreign taxpayers—who
do not operate via permanent establishments in
Russia—that are exempt from the requirements to file a
notification to the tax authorities about membership in
a multinational controlled group and to file a CBC re-
port along with a master file and local file in Russia.
These type of payments are:

s dividends;
s distributions of profits;
s gains from liquidations of businesses;
s payments of interest on bonds issued by the Rus-

sian government bodies and certain other organiza-
tions;

s payments to unrelated parties for certain types of
intellectual property;
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s gains from sales of real estate or real estate hold-
ing companies in Russia;

s income from certain types of leasing and transpor-
tation activities, and

s certain other payments.
The entities permitted to limit the scope of disclo-

sures provided in the CBC reports include Russian tax-
payers listed as ‘‘strategically important.’’ Russian tax
authorities reserve the right to exchange CBC reports
for such taxpayers with other competent authorities
only in cases where other Russian government authori-
ties have approved such an exchange.

The other condition limiting disclosure of the CBC
data to cases which do not constitute a breach of na-
tional security has remained in the law as well.

Penalties The penalties specified in the law for the
failure to provide the notification to the tax authorities,
and failure to provide the CBC report and the master
file, will not be applied for the years 2017, 2018, and
2019.

However, there is no penalty holiday for the failure to
provide local documentation, which is set at 100,000
rubles (US$1,700). Russian taxpayers will have a right
to provide amended versions of the documents listed
above. Penalties for wrongful reporting of the informa-
tion in the notification and in the CBC report will be
waived if taxpayers provide such amended documents
before the time tax authorities detect errors on their
own.

Exchange of Financial Information Law 340-FZ also
contains provisions implementing the automatic ex-
change of financial account information. One of the
amendments made to this part of the law during the leg-
islative process adds that the disclosures of financial ac-
count information will be made not only with the coun-
tries of residence of the direct clients of financial insti-
tutions, but also with the countries of residence of the
individuals who control these clients.

Russian financial organizations will have a right to
stop rendering services to their clients in cases where
their Russian clients will not be able to provide disclo-
sures about their foreign owners and beneficiaries.
Since Russian financial institutions will be subject to
fines for failure to obtain or disclose information about
their clients, they would be expected to exercise their
right to terminate services.

A failure by a Russian financial institution to provide
information on the financial operations of its clients, or
for wrongful provision of such information, carries a
penalty of 500,000 rubles (US$8,330). A penalty for fail-
ure by a financial institution to undertake actions for
obtaining information on the tax residency of its clients’
beneficiaries or controlling parties is set at 50,000
rubles for each violation. These penalties, however, will
not be applied for the reporting years 2017, 2018, and
2019.
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